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DR. MARIE E. DUBKE, CPA, Editor 
Memphis State University 
Memphis, Tennessee
INDIANA TELEPHONE CORPORATION, 
ANNUAL REPORT for Year Ended De­
cember 31, 1969
Even in accounting literature, it is unusual 
to review a corporation’s annual report. Due 
to the special nature of the financial state­
ments presented by Indiana Telephone Cor­
poration in the 1969 annual report, a break 
with tradition appears to be justified. ITC’s 
report is a forerunner in the presentation of 
price level adjusted financial statements. The 
adjustments were made in accordance with 
the APB’s Statement No. 3 except for the 
treatment of inflationary gains on long-term 
debt and preferred stock. ITC did not carry 
these gains to income unless the debt or stock 
was retired—a more conservative approach.
The report of the independent auditor, 
Arthur Andersen & Company, gives a clean 
opinion on the historical cost statements and 
has an added paragraph asserting that the 
adjusted statements “more fairly present the 
financial position. . .and the results of opera­
tions. . . .” One wonders about the implication 
that there are degrees of fairness in financial 
reporting. That is, however, a fly speck com­
pared with this giant step toward reporting 
the impact of inflation rather than leaving it 
to speculation.
Indiana Telephone and Arthur Andersen & 
Company merit the praise all pioneers deserve 
but seldom receive.
Dr. Marilynn G. Winborne, CPA 
University of Arizona
MANUAL ON COMMERCIAL LAW: UNI­
FORM COMMERCIAL CODE EDITOR, 
A. Lincoln Lavine; Third Edition, Prentice- 
Hall, Inc., Englewood Cliffs, New Jersey, 
1968, $10.95.
For the candidate for the CPA examina­
tion, this review of commercial law is a must.
The book is written in outline form with 
each chapter covering a particular topic such 
as law in general, contracts, sales, commercial 
papers, partnerships, and corporations. Minor 
areas covered include insurance and wills, 
estates, and trusts.
After each subject is discussed, the author 
presents previous CPA exam questions and the 
answers which he has prepared for the ques­
tions. The questions were taken from CPA 
exams of several previous years and include 
both objective and discussion questions.
This book, written in simple, easily under­
stood language, is recommended to anyone de­
siring a concise review of commercial law.
Mary C. Neely
State Technical Institute at Memphis
Editor's Note:
Mrs. Neely speaks with authority regarding this 
book as “a must” for the CPA candidate. She 
passed the law section of the CPA exam after 
reading the book.
(continued on page 19)
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REVIEWS
(continued from page 4)
“AN EXTENSION OF THE SYSTEM OF 
ACCOUNTS: THE SEGREGATION OF 
FUNDS AND VALUE.” R. A. Rayman, 
JOURNAL OF ACCOUNTING RE­
SEARCH, Volume 7, Number 1, Spring 
1969.
“It may well be that funds analysis has 
been developed not so much for its own sake 
as in response to limitations of the conven­
tional income statement and balance sheet.” 
So muses R. A. Rayman as he attempts clarifi­
cation of the muddied stream. To distill a 
flow of funds, free of adulteration with value 
concepts and working capital, he proposes 
new definitions of asset accounts. These in 
turn develop into a new accounting equation.
He identifies funds, or purchase potential, 
as current claims of the firm that are not re­
stricted to a specific resource. They are con­
nected with transactions between the firm and 
outsiders as non-specific claims are created 
and cancelled. Although not exclusively cash, 
their most convenient measure is monetary 
and he refers to the stock of current claims 
as “funds stock”.
Value, or service potential, is kept within 
the asset grouping in conformity with the con­
cept of assets as stores of value but he defines 
a new category as non-funds assets. He con­
siders these as claims restricted to a specific 
resource such as plant, inventories, prepaid 
rent, etc. Unlike the fund assets, they may 
be noncurrent as well as current.
He severely prunes the rest of the con­
ventional balance sheet, i.e., equity and lia­
bilities. Equities emerge as noncurrent claims 
of outsiders, including the owners of the firm, 
against the entity of the firm. Liabilities in the 
traditional sense do not exist. Current liabil­
ities, as commonly understood, become neg­
ative funds stock or negative non-funds as­
sets. The noncurrent form of liability has been 
relegated to the equity group. Tables and 
charts liberally illustrate the author’s system 
of posting the accounts and support his con­
tention that value changes can, and must, be 
distinguished from the flow of funds.
The resulting accounting equation is As- 
sets=Equities, which requires an imaginative 
jump from familiar accounting plateaus.
The article notes that difficulties arise for 
the accountant in analysis of changing values 
of inputs as they are modified within the firm. 
It is pointed out that present day accounting 
is income-oriented with the result that con­
ventional data processing systems tend to 
mix identities of funds and value. This is 
especially apparent when there is a strict 
application of the matching concept with its 
accruals and prepaid accounts. An accrual in 
Mr. Rayman’s system becomes a negative cur­
rent claim and, thus, part of the fund flow. A 
prepaid item such as inventory is a non-fund 
asset.
The author observes that fund and value 
flow are so intertwined in conservative ac­
counting practice that any advance toward 
the reporting of value would imply a retreat 
from strict fund accounting. This would deter 
an accountant schooled in legal responsibility 
from reporting on the stewardship of funds. 
“It is easy to see the reason for the current 
vogue of abandoning the funds concept al­
together in favor of the apparently less trouble­
some concept of working capital.” But this 
opens a Pandora’s box of problems, the most 
obvious being the dilemma of how to value 
inventories.
R. A. Rayburn is Lecturer in Accounting at 
the University of Bradford. His article is a 
serious effort to remedy a professional em­
barrassment. It is highly theoretical but very 
readable and presents some cogent arguments.
Constance T. Barcelona
Camargo County Club, Cincinnati
Editor’s Note:
The AICPA Library Committee has pre­
pared a revised list of books and publications 
suggested for an accountant’s library. This list 
is divided into the following categories: Gen­
eral Reference, Tax Services, AICPA Pub­
lications, Official Pronouncements of AICPA 
Technical Committees, and Periodicals.
In a section entitled “Supplements to the 
Basic Library” are listed books and pamphlets 
in the following areas: Accounting Theory, 
Principles and Practices; Auditing; Commer­
cial Law; Cost and Managerial Accounting; 
Governmental Accounting; Internal and Oper­
ational Auditing; Investment and Security 
Analysis; Mathematics of Finance; Organiza­
tion and Management; Small Business; Spe­
cialized Accounting Systems and Practice; 
Statement Analysis and Interpretation; and 
Taxation. The listing also provides the ad­
dresses of 31 publishing houses.
The list is available upon request from the 
American Institute of CPAs, 666 Fifth Avenue, 
New York, New York, 10019.
M.E.D.
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